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CHAPTER  V— EMPLOYMENT  AND 
TRAINING  ADMINISTRATION,  DE¬ 
PARTMENT  OF  LABOR 

PREFERENCE  IN  FEDERAL  PROCURE¬ 
MENT  UNDER  DEFENSE  MANPOW¬ 
ER  POLICY  DMP-4A  AND  EXECU¬ 
TIVE  ORDER  10582 

New  Criteria  for  Classifying  Labor 
Surplus  Areas 

AGENCY:  Employment  and  Training 
Administration,  Labor. 

ACTION:  Pinal  rule. 

SUMMARY:  These  regulations  estab¬ 
lish  new  criteria  for  classifying  labor 
surplus  areas,  published  by  the  De¬ 
partment  of  Labor  for  the  use  of  all 
Federal  agencies  in  directing  procure- 
ment  ..activity  and  locating  new  plants 
or  facilities.  Firms  which  agree  to  per¬ 
form  most  of  the  work  in  labor  surplus 
areas  are  eligible  for  preference  in  the 
award  of  procurement  contracts  and 
grants  and  the  execution  of  agree¬ 
ments. 

EFFECTIVE  DATE:  Effective  March 
3, 1978.  Comments  by  May  2, 1978. 

FOR  FURTHER  INFORMATION 
CONTACT: 

Davis  A.  Portner,  Office  of  Policy 
and  Planning,  601  D  Street  NW., 
Room  9420,  Washington,  D.C.  20213, 
202-376-6274. 

SUPPLEMENTARY  INFORMATION: 
The  Department  published  proposed 
regulations  on  DMP-4A  and  Executive 
Order  10582  on  December  16,  1977,  at 
42  FR  63428.  Interested  persons  were 
invited  to  submit  comments  on  the 
proposed  regulations  until  December 
31,  1977.  In  response  to  these  com¬ 
ments,  a  number  of  substantive  and 
editorial  changes  have  been  made  to 
the  proposed  rules.  The  most  signifi¬ 
cant  comments  and  the  Department’s 
responses  thereto  are  listed  below: 

1.  A  commentor  requested  that  the 
Department  more  clearly  delineate 
the  responsibilities  assigned  to  the 
Bureau  of  Labor  Statistics  (BLS) 
under  the  provisions  for  classifying 
labor  surplus  areas  resulting  from  ex¬ 
ceptional  circumstances.  §  654.4(c). 
Under  the  proposed  classification 
scheme,  BLS  was  assigned  responsibil¬ 
ity  for  determining  affected  areas’  un¬ 
employment  rates,  without  regard  to 
the  usual  12-month  reference  period. 
Since  the  State  employment  security 
agencies  bear  the  responsibility  for 
collecting  the  required  unemployment 
data,  inclusion  of  BLS  in  the  determi¬ 
nation  process  is  unnecessary;  the 
State  agencies  can  forward  data  direct¬ 
ly  to  the  Employment  and  Training 
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Administration  for  evaluation  by  the 
Assistant  Secretary.  This  provision 
has  therefore  been  revised  according¬ 
ly. 

2.  A  commentor  suggested  that,  due 
to  their  limited  resources,  the  Depart¬ 
ment  eliminate  responsibilities  as¬ 
signed  to  the  State  employment  ser¬ 
vice  agencies  for  identifying  occupa¬ 
tions  and  skills  which  are  in  “surplus 
supply”  within  labor  surplus  areas  and 
those  which  are  needed  by  new  or  ex¬ 
panding  industries.  §  654.2(d)  (3)  and 
(4).  These  responsibilities  were  carried 
over  from  the  former  DMP-4  program 
and  assigned  to  the  Secretary  of  Labor 
under  the  revised  DMP-4A.  Therefore, 
these  activities  must  still  be  per¬ 
formed.  Since  these  are  ongoing  activi¬ 
ties,  the  State  agencies  should  have  al¬ 
ready  established  methods  for  gather¬ 
ing  the  required  information.  The 
final  regulations  therefore  retain  the 
requirement  that  these  responsibilities 
be  carried  out  by  the  State  agencies. 
§  654.7  (b),  (c),  and  (d). 

In  contrast  to  these  ongoing  respon¬ 
sibilities  assigned  to  the  State  agen¬ 
cies,  §  654.7(f)  of  the  proposed  regula¬ 
tions  called  for  unprecedented  evalua¬ 
tions  of  the  numbers  and  characteris¬ 
tics  of  unemployed  individuals  who 
become  employed  in  firms  establishing 
or  expanding  plants  or  facilities  in 
labor  surplus  areas.  The  Department 
has  concluded  that  such  evaluations 
exceed  the  current  capabilities  of  the 
State  agencies  and  would  require  the 
development  of  additional  data  collec¬ 
tion  procedures  for  which  resources 
are  unavailable.  Given  these  fiscal 
constraints,  and  the  fact  that  these 
evaluations  are  not  required  under 
DMP-4A,  these  requirements  have 
been  dropped  from  the  final  regula¬ 
tions. 

3.  A  commentor  suggested  that  the 
Department  clarify  the  provisions  of 
the  proposed  regulations  relating  to 
Executive  Order  10582  to  avoid  confu¬ 
sion  regarding  its  purpose.  In  response 
to  this  comment.  Subpart  B  of  Part 
654  has  been  expanded  to  include  a  de¬ 
scription  of  the  statutory  provisions 
pursuant  to  which  Executive  Order 
10582  was  promulgated.  Against  this 
statutory  backdrop,  the  purpose  of  the 
Executive  order  appears  more  clearly. 

4.  Three  commentors  suggested  that 
the  Department  utilize  broader  indica¬ 
tors  of  economic  distress  or  hardship 
than  the  proposed  12-month  average 
unemployment  rate  as  the  basic  crite¬ 
rion  for  classifying  labor  surplus  areas 
to  take  into  consideration  the  overall 
economic  health  of  a  region.  Recom¬ 
mendations  included  using,  in  addition 
to  the  unemployment  rate,  such  fac¬ 
tors  as  economic  growth  rates,  concen¬ 
tration  of  elderly,  out-migration  pat¬ 
terns,  and  unemployment  rates  over  a 
24-month  (as  opposed  to  a  12-month) 
reference  period. 

While  due  consideration  was  given  to 
these  proposals,  it  is  apparent  from 


the  preambles  of  both  the  predecessor 
DMP-4  and  the  revised  DMP-4A  regu¬ 
lations  that  these  programs  are  con¬ 
cerned  primarily  with  unemployment 
as  opposed  to  the  more  general  condi¬ 
tion  of  economic  distress: 

A  primary  aim  of  Federal  manpower 
policy  is  to  encourage  full  utilization  of  ex¬ 
isting  production  facilities  and  workers  in 
preference  to  creating  new  plants  or  moving 
workers,  thus  assisting  the  maintenance  of 
economic  balance  and  employment  stability. 
When  large  numbers  of  workers  move  to  al¬ 
ready  tight  areas,  heavy  burdens  are  placed 
on  community  facilities— schools,  hospitals, 
housing,  transportation,  utilities,  etc.  On 
the  other  hand,  when  unemployment  devel¬ 
ops  in  certain  areas,  unemployment  com¬ 
pensation  costs  increase  the  total  cost  to  the 
Government,  and  plants,  tools,  and  workers’ 
skills  remain  idle  and  unable  to  contribute 
to  our  national  security  program. 

In  view  of  the  clear  intention  to  focus 
attention  on  surplus  labor,  and  in  view 
of  the  fact  that  other  measures  of  eco¬ 
nomic  distress  are  not  uniformly  and 
consistently  available  among  all  labor 
market  areas,  the  12-month  average 
unemployment  rate  has  been  retained 
as  the  sole  criterion  for  classifying 
labor  surplus  areas. 

Similarly,  with  respect  to  the  refer¬ 
ence  period  for  examining  unemploy¬ 
ment  levels,  the  12-month  framework 
was  retained.  A  12-month  reference 
period  indicates  relatively  current  un¬ 
employment  rates  while  encompassing 
a  sufficient  interval  to  discount  sea¬ 
sonal  factors.  Conversely,  the  24- 
month  reference  period  suggested  by 
one  commentor  may  tend  to  mask  cur¬ 
rent  unemployment  rates  and,  in  a 
changing  economy,  obscure  the  loca¬ 
tion  and  identification  of  available 
workers  and  facilities. 

5.  Several  commentors  recommended 
that  the  Department  reduce  the  re¬ 
quired  unemployment  rate  for  eligibil¬ 
ity  from  a  rate  25  percent  above  the 
national  average  unemployment  rate 
to  a  rate  20  percent  above  the  national 
average  in  order  to  ensure  competitive 
bidding  from  firms  in  labor  surplus 
areas.  Substitution  of  the  1.20  factor 
results  in  the  inclusion  of  approxi¬ 
mately  83  additional  labor  market 
areas  in  the  first  quarter  classifica¬ 
tions  for  1978,  a  change  from  371  labor 
market  areas  (using  the  1.25  factor)  to 
454  labor  market  areas  (using  the  1.20 
factor).  The  Department  found  that 
adoption  of  the  1.20  factor  would 
result  in  a  reasonable  number  of  quali¬ 
fying  areas  so  as  to  meet  the  goal  of 
targeting  procurement  activity  while 
ensuring  that  offers  of  contract  per¬ 
formance  will  be  obtained  from  a  suf¬ 
ficient  number  of  eligible  concerns  so 
that  awards  will  be  made  at  reasonable 
prices.  Accordingly,  $  654.4(a)  has  been 
modified  to  conform  to  these  recom¬ 
mendations. 

6.  One  comment  concerned  the  clas¬ 
sification  of  myltl-jurlsdictional  labor 
market  areas  as  labor  surplus  areas. 
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Under  the  proposed  regulations,  an 
entire  labor  market  area,  which  as  a 
whole  did  not  meet  the  qualifying  un¬ 
employment  rate,  nevertheless  could 
have  qualified  as  a  labor  surplus  area 
if  the  area-wide  unemployment  rate 
was  at  least  6  percent,  provided  that  a 
component  political  jurisdiction  which 
in  itself  met  the  basic  criteria  had  a 
population  of  at  least  50,000  and  ac¬ 
counted  for  at  least  25  percent  of  the 
total  unemployment  for  the  labor 
market  area.  $  654.4(b).  The  commen- 
tor  suggested  that  this  classification 
scheme  failed  to  guarantee  that  pro¬ 
curement  activity  would  be  directed  to 
those  component  jurisdictions  which 
were  responsible  for  triggering  the 
classification  of  the  labor  market  area 
as  a  labor  surplus  area.  Given  the 
exodus  of  business  and  manufacturing 
from  the  central  cities,  this  commen- 
tor  estimated  that  procurement  activ¬ 
ity  too  would  be  directed  away  from 
areas  of  high  unemployment  in  the 
inner  cities. 

Procurement  activity  directed  into 
any  section  of  a  labor  market  will  usu¬ 
ally  affect  surrounding  areas,  and  may 
be  beneficial  to  the  entire  area,  since 
labor  market  areas  are  defined  on  the 
basis  of  commuting  patterns.  In  view 
of  this  fact,  the  final  regulations 
retain  the  proposed  area-wide  classifi¬ 
cation  scheme.  The  Department  is  re¬ 
questing  further  comments  with  re¬ 
spect  to  this  provision. 

7.  Two  comments  were  directed  at 
the  provisions  at  $654.5  for  terminat¬ 
ing  classifications  of  labor  surplus 
areas.  One  commentor  recommended 
that  the  termination  provisions  be  tied 
to  a  24-month  reference  period  in 
order  to  avoid  a  “yo-yo  effect”  wher¬ 
ein  an  area  is  eligible  during  one  quar¬ 
ter  and  not  the  next.  As  noted  in  para¬ 
graph  4  above  concerning  the  basic 
classification  methodology,  the  De¬ 
partment  has  selected  a  12-month  ref¬ 
erence  period  to  reflect  relatively  cur¬ 
rent  unemployment  rates  while  ac¬ 
counting  for  seasonal  variations  in  un¬ 
employment.  The  rationale  for  utiliz¬ 
ing  a  12-month  reference  period  ap¬ 
plies  with  equal  force  to  the  termina¬ 
tion  provisions. 

A  second  comment  concerned  the 
provisions  at  §  654.5(b)  for  terminating 
classifications  of  labor  market  areas 
which  qualify  as  a  result  of  exception¬ 
al  circumstances.  Specifically,  the 
commentor  questioned  the  advisability 
of  declassifying  an  area  following  a 
single  quarter  for  which  the  unem¬ 
ployment  level  fell  below  6.0  percent. 

The  Department  recognizes  that 
such  an  inflexible  standard  could 
result  in  declassification  during  one 
quarter  even  though,  due  to  excep¬ 
tional  circumstances,  the  labor  market 
area  is  expected  to  experience  qualify¬ 
ing  unemployment  levels  in  the  next 
quarter.  The  6.0  percent  standard  has 
therefore  been  stricken  and  this  sub¬ 


section  has  been  reworded  to  provide 
for  periodic  review  using  the  same  cri¬ 
teria  applied  to  initially  classify  labor 
market  areas  resulting  from  excep¬ 
tional  circumstances. 

8.  One  commentor  recommended 
that  the  Department  include  a  special 
appeals  procedure  to  enable  State  em¬ 
ployment  security  agencj7  officials  to 
challenge  determinations  made  pursu¬ 
ant  to  these  regulations.  The  Depart¬ 
ment  already  has  an  appeals  proce¬ 
dure  which  is  applicable  to  this  pro¬ 
gram  at  20  CFR  §  658.420-423. 

After  considering  all  of  the  com¬ 
ments,  the  proposed  regulations,  as 
modified,  are  adopted.  In  accordance 
with  the  provisions  of  the  Administra¬ 
tive  Procedure  Act  (5  U.S.C.  §  553(d)) 
the  Secretary  of  Labor  has  determined 
that  it  is  in  the  public  interest  for 
these  regulations  to  become  final  upon 
publication.  Since  these  regulations  di¬ 
rectly  affect  competitive  bidding  on 
Federal  government  contracts,  it  is  im¬ 
portant  that  they  become  effective  im¬ 
mediately  to  prevent  disruption  of  the 
procurement  process. 

The  regulations  are  final.  However, 
in  view  of  the  shortened  period  for 
comment  on  the  proposed  regulations, 
additional  written  comments  will  be 
accepted  for  a  period  of  60  days  after 
their  effective  date.  All  written  mate¬ 
rial  received  will  be  considered  before 
taking  action  on  any  revision  or 
amendments  to  these  regulations. 

Accordingly,  Parts  603,  651,  654  and 
658,  Chapter  V,  Title  20  of  the  Code  of 
Federal  Regulations  are  amended  as 
follows: 

PART  603— STATE  PROGRAM 

BUDGET  PLANS  UNDER  THE 

WAGNER-PEYSER  ACT 

§  603.3  [Amended] 

1.  In  §603.3  the  comma  and  the 
words  “and  at  29  CFR  Part  8”  are  de¬ 
leted. 


PART  651— GENERAL  PROVISIONS 
GOVERNING  THE  FEDERAL-STATE 
EMPLOYMENT  SERVICE  SYSTEM 

§  651.5  [Amended] 

2.  In  paragraph  (d)  of  §651.5,  the 
comma  and  the  words  “when  pub¬ 
lished,  will  set  forth”  are  changed  to 
“contains”. 

§  651.6  [Amended] 

3.  In  §651.6,  the  entry  for  “Part 
654— Special  Responsibilities  of  the 
Employment  Service  System,”  is 
amended  by  deleting  the  word  “[Re¬ 
served]”  and  adding  the  following 
table  of  contents: 

Subpart  A — Responsibilities  Under  Defense 
Manpower  Policy  No.  4A  (32A  CFR  Part  134) 

Sec. 

654.1  Purpose  of  subpart. 


-Sec  _ _ 

654.2  Description  of  DMP-4A. 

654.3  Definitions. 

654.4  Classification  of  labor  surplus  areas. 

654.5  Termination  of  classification. 

654.6  Publication  of  area  classifications. 

654.7  Services  to  firms  and  individuals  in 
labor  surplus  areas. 

654.8  Filing  of  employment  service-related 
complaints. 

Subpart  B — Responsibilities  Under  Executive 
Order  10582 

Sec. 

654.11  Purpose  of  subpart. 

654.12  Description  of  Executive  Order 
10582. 

654.13  Determination  of  areas  of  substan¬ 
tial  unemployment. 

654.14  Filing  of  employment  service-relat¬ 
ed  complaints. 

§  651.7  [Amended] 

4.  In  §651.7  the  definition  of  the 
term  “ES  regulations”  is  amended  by 
deleting  the  numeral  “8”  and  the 
comma  which  follows  it  from  the  cita¬ 
tion  "29  CFR  Parts  8,  26  and  75.” 


PART  654— SPECIAL  RESPONSIBIL¬ 
ITIES  OF  THE  EMPLOYMENT  SER¬ 
VICE  SYSTEM 

5.  Part  654  is  amended  by  deleting 
the  word  “[Reserved]”  and  adding  a 
new  Part  654  as  follows: 

Subpart  A — Responsibilities  Under  Defense 
Manpower  Policy  No.  4A  (32A  CFR  Part  134) 

Sec. 

654.1  Purpose  of  subpart. 

654.2  Description  of  DMP-4A. 

654.3  Definitions. 

654.4  Classification  of  labor  surplus  areas. 

654.5  Termination  of  classification. 

654.6  Publication  of  area  classifications. 

654.7  Services  to  firms  and  individuals  in 
labor  surplus  areas. 

654.8  Filing  of  employment  service-related 
complaints. 

Subpart  8— Responsibilities  Under  Executive 
Order  10582 

Sec. 

654.11  Purpose  of  subpart. 

654.12  Description  of  Executive  Order 
10582. 

654.13  Determination  of  areas  of  substan¬ 
tial  unemployment. 

654.14  Filing  of  employment  service-relat¬ 
ed  complaints. 

Authority:  Pub.  L.  95-89;  50  U.S.C.  App. 
2061,  et  seq.;  41  U.S.C.  10a  et  seq.;  29  U.S.C. 
49  et  seq.;  E.O.  11725;  E.O.  11051,  as  amend¬ 
ed;  E.O.  10582;  E.O.  10480;  32A  CFR  Part 
134. 

§  654.1  Purpose  of  subpart 
This  subpart  implements  the  respon¬ 
sibilities  of  the  Secretary  of  Labor  in 
classifying  labor  surplus  areas  in  ac¬ 
cordance  with  Defense  Manpower 
Policy  No.  4A  of  the  Federal  Prepared¬ 
ness  Agency,  General  Services  Admin¬ 
istration  (32A  CFR  Part  134— Preser¬ 
vation  of  the  Mobilization  Base 
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Through  the  Placement  of  Procure¬ 
ment  and  Facilities  in  Labor  Surplus 
Areas  (DMP-4A)).  The  Secretary  of 
Labor  has  delegated  responsibilities  to 
the  Assistant  Secretary,  Employment 
and  Training  Administration. 

$  654.2  Description  of  DMP-4A. 

(a)  Defense  Manpower  Policy  No.  4A 
(DMP-4A)  consists  of  the  federal  regu¬ 
lations  at  32A  CFR  Part  134— Preser¬ 
vation  of  the  Mobilization  Base 
Through  the  Placement  of  Procure¬ 
ment  and  Facilities  in  Labor  Surplus 
Areas. 

(b)  The  DMP-4A  regulations  were 
issued  pursuant  to  Pub.  L.  95-89;  Ex¬ 
ecutive  Order  10480;  Executive  Order 
11051,  as  amended;  and  Executive 
Order  11725.  Implementation  of  the 
regulations  is  the  responsibility  of  the 
Federal  Preparedness  Agency  of  the 
General  Services  Administration. 

(c)  The  purpose  of  DMP-4A  is  to  en¬ 
courage  the  purchase  of  goods  and  ser¬ 
vices  by  the  Federal  Government  and 
the  placement  of  Federal  facilities  in 
areas  of  labor  surplus. 

(d)  Under  DMP-4A,  the  Secretary  of 
Labor  is  required  to: 

(1)  Classify  labor  surplus  areas  and  dis¬ 
seminate  this  information  on  a  timely  basis 
to  Federal  departments  and  agencies. 

(2)  In  cooperation  with  State  and  local  au¬ 
thorities  and  the  Secretary  of  Commerce, 
provide  labor-market  data  and  related  eco¬ 
nomic  information  in  efforts  to  assist  in  the 
initiation  of  industrial  expansion  programs 
in  labor  surplus  areas. 

(3)  Identify  occupations  and  skills  which 
are  in  surplus  supply  within  labor  surplus 
areas  and  make  this  information  available 
to  firms  requiring  such  occupations  and 
skills  and  interested  in  establishing  new 
plants  and  facilities. 

(4)  Identify  occupations  and  skills  for 
which  labor  will  be  needed  by  new  or  ex¬ 
panding  industries  and  industries  that 
expand  during  a  mobilization;  and,  in  col¬ 
laboration  with  other  Government  agencies, 
make  assistance  available  to  labor  surplus 
area  institutions  and  users  in  developing  on- 
the-job,  apprentice,  or  other  training  pro¬ 
grams  for  developing  skills  of  the  work 
force. 

(5)  Through  the  affiliated  State  employ¬ 
ment  services,  receive  job  openings  on  a  vol¬ 
untary  basis  and/or  under  the  mandatory 
listing  program  provided  for  by  section  2012 
of  Title  38  of  the  United  States  Code  and  by 
Executive  Order  11701,  and  refer  qualified 
unemployed  workers  to  concerns  in  labor 
surplus  areas. 

(e)  Under  DMP-4A,  all  Federal  agen¬ 
cies  are  required  to: 

(1)  Use  their  best  efforts  to  award  all  pro¬ 
curement  contracts  and  grants,  and  execute 
agreements,  greater  than  $2,500  to  concerns 
that  will  perform  a  substantial  proportion 
of  the  manufacturing,  production,  or  appro¬ 
priate  services  on  those  contracts  within 
labor  surplus  areas,  to  the  extent  that  pro¬ 
curement  objectives  will  permit. 

(2)  Ensure  that  firms  in  labor  surplus 
areas  that  are  on  appropriate  bidders  mail¬ 
ing  lists  are  given  the  opportunity  to  submit 
offers  on  all  procurements  for  which  they 
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are  qualified.  Whenever  the  number  of 
firms  on  a  bidders  mailing  list  is  excessive  in 
relation  to  size  and  type  of  procurement,  a 
representative  number  of  firms  from  labor 
surplus  areas  shall  be  given  the  opportunity 
to  submit  offers. 

(3)  Establish  programs  to  encourage  prime 
contractors  to  award  subcontracts  to  firms 
that  agree  to  perform  a  substantial  propor¬ 
tion  of  the  production,  manufacturing  or 
appropriate  services  on  those  subcontracts 
in  labor  surplus  areas. 

(4)  Cooperate  with  other  Federal  depart¬ 
ments  and  agencies  in  achieving  the  objec¬ 
tives  of  this  policy. 

(f)  Under  DMP-4A,  the  Secretary  of 
Commerce  is  required  to: 

(1)  In  cooperation  with  State  economic  de¬ 
velopment  agencies,  the  Secretary  of  De¬ 
fense,  the  Administrator  of  General  Ser¬ 
vices,  and  the  Administrator  of  the  Small 
Business  Administration,  assist  concerns 
which  have  agreed  to  perform  contracts  in 
labor  surplus  areas  in  obtaining  Govern¬ 
ment  procurement  business  by:  (A)  Provid¬ 
ing  such  concerns  with  timely  information 
on  proposed  Government  procurements; 
and  (B)  maintaining  current  information  on 
the  manufacturing  capabilities  of  such  con¬ 
cerns  with  respect  to  Government  procure¬ 
ment  and  disseminating  such  Information  to 
Federal  departments  and  agencies. 

(2)  Urge  concerns  planning  new  produc¬ 
tion  facilities  to  consider  the  advantages  of 
locating  in  labor  surplus  areas. 

(3)  Provide  technical  advice  and  counsel  to 
groups  and  organizations  in  labor  surplus 
areas  on  planned  industrial  parks,  industrial 
development  organizations,  expanding  tour¬ 
ist  business,  and  available  Federal  aids. 

(g)  Under  DMP-4A,  the  Administra¬ 
tor  of  the  Small  Business  Administra¬ 
tion  is  required  to  make  available  to 
small  business  concerns  in  labor  sur¬ 
plus  areas  all  of  its  services,  endeavor 
to  ensure  opportunity  for  maximum 
participation  by  such  concerns  in  Gov¬ 
ernment  procurement,  and  give  consid¬ 
eration  to  the  needs  of  these  concerns 
in  the  making  of  joint  small  business 
set  asides  with  Government  procure¬ 
ment  agencies. 

(h)  Under  DMP-4A,  there  is  contin¬ 
ued  in  operation  within  the  Federal 
Preparedness  Agency  the  Surplus 
Manpower  Committee.  The  Commit¬ 
tee  is  chaired  by  the  Director  of  the 
Federal  Preparedness  Agency  or  the 
Director’s  designee.  The  Committee 
includes  representation  from  the 
Office  of  Federal  Procurement  Policy; 
Department  of  Defense;  Department 
of  Commerce;  Department  of  Labor; 
General  Services  Administration; 
Small  Business  Administration;  De¬ 
partment  of  Health,  Education,  and 
Welfare;  Department  of  Housing  and 
Urban  Development;  Department  of 
Energy;  and  other  interested  depart¬ 
ments  and  agencies.  The  Committee 
advises  the  Director,  Federal  Prepar¬ 
edness  Agency,  on  policies,  procedures, 
and  activities  in  existence  or  needed  to 
carry  out  the  purpose  of  DMP-4A. 

(i)  When  an  entire  industry  that 
sells  a  significant  portion  of  its  pro¬ 
duction  to  the  Government  is  general¬ 
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ly  depressed  or  has  a  significant  pro¬ 
portion  of  its  production  units  located 
in  a  labor  surplus  area,  the  Committee 
may  make  appropriate  recommenda¬ 
tions  relative  to  that  industry  in  lieu 
of  recommendations  relative  to  specif¬ 
ic  geographical  areas.  In  such  cases, 
after  notice  to  and  hearing  of  interest¬ 
ed  parties,  the  Director,  Federal  Pre¬ 
paredness  Agency,  gives  consideration 
to  appropriate  measures  applicable  to 
the  entire  industry. 

(j)  Under  DMP-4A,  all  Federal  agen¬ 
cies  are  required  to  give  consideration 
to  labor  surplus  areas  in  the  selection 
of  sites  for  Government-financed  fa¬ 
cilities,  including  expansion,  to  the 
extent  that  such  selection  is  consistent 
with  existing  law  and  essential  eco¬ 
nomic  and  strategic  factors  that  must 
also  be  taken  into  account. 

§  654 .3  Definitions. 

(a)  “Assistant  Secretary”  shall  mean 
Assistant  Secretary  for  Employment 
and  Training,  U.S.  Department  of 
Labor. 

(b)  “Labor  market  area”  shall  mean 
a  geographic  area  as  determined  by 
the  State  employment  security  agen¬ 
cies  and  approved  by  the  Assistant 
Secretary,  in  which  there  is  a  concen¬ 
tration  of  economic  activity  or  labor 
demand,  and  in  which  workers  can 
generally  change  jobs  without  chang¬ 
ing  their  residences. 

(c)  “Labor  surplus  area”  shall  mean 
a  labor  market  area  that,  in  accor¬ 
dance  with  the  criteria  specified  in 
S  654.4,  has  been  classified  as  a  labor 
surplus  area  for  purposes  of  Defense 
Manpower  Policy  No.  4A. 

(d)  “Reference  period”  shall  mean 
the  12-month  period  ending  three  (3) 
months  prior  to  the  date  of  quarterly 
classifications  of  labor  surplus  areas; 
for  example,  for  classifications  effec¬ 
tive  for  the  eligibility  quarter  begin¬ 
ning  July  1  of  a  given  year,  the  refer¬ 
ence  period  shall  include  data  for  the 
12-month  period  from  April  1  of  the 
prior  year  through  March  31  of  the 
given  year. 

§  654.4  Classification  of  labor  surplus 
areas. 

(a)  Basic  criteria.  The  Assistant  Sec¬ 
retary  shall  classify  a  labor  market 
area  as  a  labor  surplus  area  whenever, 
as  determined  by  the  Bureau  of  Labor 
Statistics,  the  average  unemployment 
rate  for  the  civilian  labor  force  in  the 
labor  market  area  for  the  reference 
period  is  (1)  120  percent  of  the  nation¬ 
al  average  unemployment  rate  or 
higher  for  the  reference  period  as  de¬ 
termined  by  the  Bureau  of  Labor  Sta¬ 
tistics,  or  (2)  10  percent  or  higher:  Pro¬ 
vided,  however.  That  no  labor  market 
area  shall  be  classified  as  a  labor  sur¬ 
plus  area  if  the  average  unemploy¬ 
ment  rate  for  the  reference  period  is 
less  than  6.0  percent. 

(b)  Criteria  for  component  jurisdic¬ 
tions.  The  assistant  Secretary  shall 
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classify  a  labor  market  area  as  a  labor 
surplus  area  If  the  Assistant  Secretary 
determines  that  the  area-wide  average 
unemployment  rate  for  the  civilian 
labor  force  is  at  least  6.0  percent  and 
the  average  unemployment  rate  for 
the  civilian  labor  force  in  one  or  more 
of  the  component  political  Jurisdic¬ 
tions  meets  the  criteria  specified  in 
§  654.4(a),  subject  to  the  following 
limitations:  (1)  Such  qualifying  com¬ 
ponent  jurisdiction— city,  county,  or 
county-equivalent— has  a  population 
of  not  less  than  50,000  persons  on  the 
basis  of  the  most  satisfactory  current 
data  available  to  the  Assistant  Secre¬ 
tary;  and  (2)  the  number  of  unem¬ 
ployed  individuals  resident  in  such 
qualifying  component  jurisdictions, 
either  singly  or  in  combination,  ac¬ 
counts  for  at  least  25  percent  of  the 
total  number  of  unemployed  individ¬ 
uals  resident  in  the  labor  market  area. 

(c)  Criteria  for  exceptional  circum¬ 
stances.  The  Assistant  Secretary,  upon 
petition  submitted  by  the  appropriate 
state  employment  security  agency, 
may  classify  a  labor  market  area  as  a 
labor  surplus  area  without  regard  to 
the  reference  period,  whenever  the 
labor  market  area  meets  or  is  expected 
to  meet  the  unemployment  tests  es¬ 
tablished  under  §  654.4(a)  or  (b)  as  a 
result  of  exceptional  circumstances. 
For  purposes  of  this  paragraph,  “ex¬ 
ceptional  circumstances”  shall  mean 
catastrophic  events  such  as  natural  di¬ 
sasters,  plant  closings,  and  contract 
cancellations  expected  to  have  a  long¬ 
term  impact  on  labor  market  area  con¬ 
ditions,  discounting  temporary  or  sea¬ 
sonal  factors. 

§  654.5  Termination  of  classification. 

(a)  Basic  procedure.  The  Assistant 
Secretary  shall  terminate  the  classifi¬ 
cation  of  a  labor  market  area  as  a 
labor  surplus  area  after  any  quarter  in 
which  the  Assistant  Secretary  deter¬ 
mines  that  the  criteria  established 
under  §  654.4(a)  and  (b)  are  no  longer 
met. 

(b)  Procedure  for  exceptional  cir¬ 
cumstances.  The  Assistant  Secretary 
shall  terminate  the  classification  of  a 
labor  market  area  classified  as  a  labor 
surplus  area  pursuant  to  the  provi¬ 
sions  of  §  654.4(c)  after  any  quarter  in 
which  the  Assistant  Secretary  deter¬ 
mines  that  the  exceptional  circum¬ 
stances  criteria  of  that  paragraph  are 
no  longer  met,  and  in  any  event  after 
one  year  from  the  date  of  classifica¬ 
tion  unless  the  labor  market  area 
meets  the  criteria  established  under 
§  654.4(a)  or  (b). 

§  654.6  Publication  of  area  classifications. 

The  Assistant  Secretary  shall  pub¬ 
lish  quarterly  a  list  of  labor  surplus 
areas  together  with  geographic  de¬ 
scriptions  thereof. 


RULES  AND  REGULATIONS 

§  654.7  Services  to  firms  and  individuals 
in  labor  surplus  areas. 

To  carry  out  the  purposes  and  policy 
objectives  of  Defense  Manpower 
Policy  No.  4A  and  Executive  Order 
10582,  the  Assistant  Secretary  shall 
cooperate  with  and  assist  the  state  em¬ 
ployment  service  agencies  and  the  Sec¬ 
retary  of  Commerce,  as  appropriate, 
to: 

(a)  Provide  relevant  labor  market 
data  and  related  economic  information 
to  assist  in  the  initiation  of  industrial 
expansion  programs  in  labor  surplus 
areas; 

(b)  Identify  upon  request  the  skills 
and  numbers  of  unemployed  persons 
available  for  work  in  labor  surplus 
areas,  providing  such  information  to 
firms  interested  in  establishing  new 
plants  and  facilities  of  expanding  ex¬ 
isting  plants  and  facilities  in  such 
areas; 

(c)  Identify  the  occupational  compo¬ 
sition  and  skill  requirements  of  indus¬ 
tries  contemplating  locating  in  labor 
surplus  areas  and  make  such  informa¬ 
tion  available  to  training  and  appren¬ 
ticeship  agencies  and  resources  in  the 
community  for  purposes  of  appropri¬ 
ate  training  and  skill  development; 

(d)  Identify  unemployed  individuals 
in  need  of,  and  having  the  potential 
for,  training  in  occupations  and  skills 
required  by  new  or  expanding  indus¬ 
tries  and  refer  such  individuals  to  ap¬ 
propriate  training  opportunities; 

(e)  Receive  job  openings  on  a  volun¬ 
tary  basis  and/or  under  the  manda¬ 
tory  listing  program  provided  by  38 
U.S.C.  2012  and  Executive  Order  11701 
and  refer  qualified  unemployed  work-, 
ers  to  such  openings,  making  appropri¬ 
ate  efforts  to  refer  to  such  openings 
qualified  individuals  who  reside  in  the 
labor  surplus  area. 

§  654.8  Filing  of  employment  service-relat¬ 
ed  complaints. 

Employment  service-related  com- 
pliants  arising  under  Subpart  A  of  this 
Part  may  be  filed  directly  with  the  ap¬ 
propriate  Department  of  Labor  region¬ 
al  office  in  accordance  with  the  provi¬ 
sions  at  20  CFR  §  658.420-423.  For  pur¬ 
pose  of  §  658.421,  a  complainant  filing 
a  complaint  under  this  subsection 
shall  be  deemed  to  have  exhausted  the 
State  agency  administrative  remedies 
set  forth  at  20  CFR  §  658.410-416. 

Subpart  B — Responsibilities  Under 
Executive  Order  1G562 

§  654.11  Purpose  of  subpart. 

This  subpart  implements  the  respon¬ 
sibilities  of  the  Secretary  of  Labor  in 
determining  areas  of  substantial  un¬ 
employment  in  accordance  with  Ex¬ 
ecutive  Order  10582  issued  pursuant  to 
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the  Buy  American  Act,  41  U.S.C.  10a 
et  seq. 

§  654.12  Description  of  Executive  Order 
10582. 

(a)  Under  the  Buy  American  Act, 
heads  of  executive  agencies  are  re¬ 
quired  to  determine,  as  a  condition 
precedent  to  the  purchase  by  their 
agencies  of  materials  of  foreign  origin 
for  public  use  within  the  United 
States,  (1)  that  the  price  of  like  mate¬ 
rials  of  domestic  origin  is  unreason¬ 
able,  or  (2)  that  the  purchase  of  like 
materials  of  domestic  origin  is  incon¬ 
sistent  with  the  public  interest. 

(b)  Section  3(c)  of  Executive  Order 
10582  issued  pursuant  to  the  Buy 
American  Act  permits  executive  agen¬ 
cies  to  reject  a  bid  or  offer  to  furnish 
materials  of  foreign  origin  in  any  situ¬ 
ation  in  which  the  domestic  supplier, 
offering  the  lowest  price  for  furnish¬ 
ing  the  desired  materials,  undertakes 
to  produce  substantially  all  of  the  ma¬ 
terials  in  areas  of  substantial  unem¬ 
ployment,  as  determined  by  the  Secre¬ 
tary  of  Labor. 

§  654.13  Determination  of  areas  of  sub¬ 
stantial  unemployment. 

An  area  of  substantial  unemploy¬ 
ment,  for  purposes  of  Executive  Order 
10582,  shall  be  any  area  classified  as  a 
labor  surplus  area  at  §654.4  of  this 
Part  pursuant  to  the  procedures  set 
forth  at  Subpart  A  of  this  Part. 

§  654.14  Filing  of  employment  service-re¬ 
lated  compliants. 

Employment  service-related  com¬ 
plaints  arising  under  Subpart  B  of  this 
Part  may  be  filed  directly  with  the  ap¬ 
propriate  Department  of  Labor  region¬ 
al  office  in  accordance  with  the  provi¬ 
sions  at  20  CFR  §  658.420-423.  For  pur¬ 
poses  of  §  658.421,  a  complainant  filing 
a  complaint  under  this  subsection 
shall  be  deemed  to  have  exhausted  the 
State  agency  administrative  remedies 
set  forth  at  20  CFR  §  658.410-416. 


PART  658— ADMINISTRATIVE  PROVI¬ 
SIONS  GOVERNING  THE  EMPLOY¬ 
MENT  SERVICE  SYSTEM 

§  658.600  [Amended] 

6.  In  §658.600  the  words  “and  29 
CFR  Part  8”  are  deleted. 

§658.701  [Amended] 

7.  In  §  658.701  the  words  “and  at  29 
CFR  Part  8”  are  deleted. 

Signed  at  Washington,  D.C.  this 
27th  day  of  February,  1978. 

Ray  Marshall, 
Secretary  of  Labor. 

[FR  Doc.  78-5529  Filed  3-2-78;  8:45  am) 
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